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SUBJECT: FOREIGN MINISTER'S NOTE TO AMBASSADOR ON HANDBAG COMPLAINT 

REF: BRASILIA 4703 OF JUNE 26, 1974 

1. SUMMARY: AMBASSADOR HAS RECEIVED NOTE, DATED FEBRUARY 28, FROM 
FOREIGN MINISTER SILVEIRA EXPRESSING "PROFOUND PREOCCUPATION" WITH 
THE DEPARTMENT OF THE TREASURY'S COUNTERVAILING DUTY INVESTIGATION 
ON BRAZILIAN LEATHER HANDBAGS. THE NOTE CLOSELY FOLLOWS POSITION 
TAKEN BY GOB AT THE TIME OF THE INVESTIGATION ON LEATHER FOOTWEAR 
(REFTEL). IN EMBASSY'S VIEW, FIRST PERSON FORMAT OF NOTE REFLECTS 
INCREASING CONCERN WITH RESPECT TRADE ISSUES WITHIN HIGHEST 
LEVELS OF GOB. END SUMMARY: INFORMAL TRANSLATION FOLLOWS: 

BEGIN QUOTE: DEAR MR. AMBASSADOR: 

I HAVE THE HONOR TO REFER TO THE INVESTIGATIVE PROCEEDINGS 
CURRENTLY BEING UNDERTAKEN BY THE DEPARTMENT OF THE TREASURY 
ON THE ALLEGED CONCESSIONS OF SUBSIDIES TO BRAZILIAN LEATHER 
HANDBAGS EXPORTED TO THE U.S. IN THIS RESPECT. 

I REITERATE THE BRAZILIAN POSITION ADOPTED DURING 
THE INVESTIGATION BY THE DEPARTMENT OF THE TREASURY 
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RELATIVE TO IMPORTS OF BRAZILIAN LEATHER FOOTWEAR, 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 

REALIZED IN 1974, WHICH COULD BE SUMMARIZED WITH THE 
FOLLOWING POINTS: 

A. IN ACCORDANCE WITH EXISTING INTERNATIONAL 
STANDARDS, BRAZIL HAS THE RIGHT TO PROVIDE INCENTIVES 
TO ITS EXPORTS OF MANUFACTURED PRODUCTS. 

B. BRAZIL CONSIDERS THE ATTITUDE OF THE U.S. 

GOVERNMENT NOT TO BE IN AGREEMENT WITH GATT SINCE IT 
INVOLVES EXPORTS WHICH ARE NOT UPSETTING, NOR THREATENING 
TO UPSET, THE AMERICAN MARKET CONSIDERING 

THE FACT THAT THESE PRODUCTS MAKE UP A SMALL SHARE 
OF TOTAL AMERICAN IMPORTS OF THESE SAME PRODUCTS. 

FOR THE BRAZILIAN GOVERNMENT THE LACK OF INJURY, 

OR THREAT OF INJURY, IN THE CASE OF BRAZILIAN EXPORTS 
OF LEATHER HANDBAGS IS CONFIRMED BY THE SMALL PERCENTAGE OF 
THE BRAZILIAN PRODUCT IN THE TOTAL U.S. IMPORTS 
WHICH, REACHING ONLY 9.2 PERCENT, CANNOT BE 
DAMAGING SECTORAL OR GLOBAL INTERESTS OF THE U.S. 

ON THE OTHER HAND, THE HANDBAG INDUSTRY IN BRAZIL 
IS CHARACTERIZED BY LABOR INTENSIVE ACTIVITY, TO A 
GREAT EXTENT OF AN ARTISAN NATURE. AS SUCH, AN EVENTUAL 
IMPOSITION OF RESTRICTIVE MEASURES TO THE EXPORTS OF 
THAT SECTOR, IN ADDITITION TO SERIOUSLY AFFECTING 
THE PRODUCERS OF I .FATHER HANDBAGS, CAUSES UNEMPLOYMENT 
WITH RAVE SOCIAL REPERCUSSIONS. 

IN THIS RESPECT, THE IMPORTANCE TO THE NATIONAL DEVELOPMENT 
EFFORT OF THE BRAZILIAN LEATHER INDUSTRY AS A COMPONENT OF OUR RAW 
MATERIAL PROCESSING POLICY, SHOULD BE STRESSED AGAIN. 

UNDER THESE CIRCUMSTANCES, THE GOVERNMENT OF 
BRAZIL WISHES TO EXPRESS ITS DEEP PREOCCUPATION WITH 
THE INVESTIGATION BY THE DEPARTMENT OF THE TREASURY 
OF LEATHER HANDBAGS AND WITH THE REPERCUSSIONS THAT 
SUCH MEASURES ADOPTED BY THE U.S., WITH THE OBJECTIVE 
OF RESTRICTING BRAZILIAN EXPORTS TO THE AMERICAN 
MARKET, CAN HAVE ON THE GOOD RELATINS BETWEEN THE 
TWO COUNTRIES. 

ON THE OTHER HAND, THE BRAZILIAN GOVERNMENT 
WISHES TO STATE ITS FIRM EXPECTATION THAT, WITHIN 
THE CONTEXT OF THE MULTILATERAL TRADE NEGOTIATIONS, 

AN AGREEMENT CAN BE REACHED ON EXPORT INCENTIVES AND 
COUNTERVAILING DUTY PREACTICES WHICH WOULD ESTABLISH 
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A DIFFERENTIAL OR MORE FAVORABLE TREATMENT FOR DEVELOPING 
COUNTRIES. BRAZIL CONSIDERS THAT AN AGREEMENT OF 
THIS NATURE CONSTITUTES ONE OF THE MOST IMPORTANT 
QUESTIONS TO BE CONSIDERED IN THE INITIAL PHASE OF 
THE MTN'S IN GENEVA. THE BRAZILIAN GOVERNMENT HOPES, 

THERERFORE, THAT CONSIDERATION OF THIS SUBJECT INTHE 
MULTILATERAL FORUM PERMITS THE AMERICAN GOVERNMENT 
TO FIND A DEFINITIVE SOLUTION TO THIS QUESTION. 
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I WISH TO EXPRESS, FINALLY, THE APPREHENSION OF 
THE BRAZILIAN GOVERNMENT ABOUT THE FACT THAT BRAZIL 
HAS BEEN THE SUBJECT, FOR THE SECOND TIME WITHIN THE 
SPAN OF ONE YEAR, OF AN INVESTIGATION RELATING TO 
ITS POLICY OF EXPORT INCENTIVES. 

I TAKE THIS OPPORTUNITY TO RENEW TO YOUR EXCELLENCY 
ASSURANCES OF MY HIGHEST CONSIDERATIONS. 

END QUOTE 

2. COMMENT: THE FACT THAT THIS NOTE WAS SIGNED BY 
THE FOREIGN MINISTER HIMSELF. WHEREAS THENOTE ON 
FOOTWEAR WAS SIGNED BY THE HEAD OF THE ECONOMIC DEPARTMENT 
OF ITAMARATY, INDICATES THE INCREASED IMPORTANCE, 

AND LEVEL OF CONCERN, TRADE MATTERS OF THIS KIND ARE 
RECEIVING WITHIN THE GOB. AS HAS BEEN REPORTED ELSEWHERE, 
(BRASILIA 1558), GOB OFFICIALS HAVE BEEN PUBLICLY 
EXPRESSING THEIR CONCERN WITH THE IMPLICATIONS FOR 
BRAZIL OF THE COUNTERVAILING DUTY ASPECTS OF THE TRADE 
ACT. THE LEATHER HANDBAG INVESTIGATIONS, AND THE 
LIKELIHOOD THAT ADDITIONAL COMPLAINTS MAY BE LODGED 
WITH TREASURY, CONSTITUTE AN ADDITIONAL STRONG 
IRRITANT INTO OUR BILATERAL RELATIONS. 
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